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EXECUTIVE SUMMARY

This research project is part of an overdl plan to study how the IRS can better deliver Tax
Assistance to taxpayers using the Internet. In 1995, the IRS created the “Ask the IRS’ system. The
system, which started as a prototype, has been in operation since then. “Ask the IRS’ is an Electronic
Tax Law Assgtance (ETLA) system that alows taxpayersto use email to send tax law questions to the
Sarvice. In the current configuration, taxpayers access the sysem through the IRS.gov webste.
Severd Customer Service Sites process the emalils containing the taxpayers questions, and responses
are then sent back to the taxpayer’s email address. The IRS has never advertised this service

Severd complex questions about ETLA were split into a series of research projects. One
important question was to identify benefits of the ETLA sysem. Research Project 2.07, ‘ Benefits of
“Ask the IRS’ Electronic Tax Law Assdance’ identified a specific lis of benefits and possble
enhancements to the system based on detailed andyses of the feedback received from taxpayers who
had used it, aswell as on a survey of the assstors who work with the system on aroutine basis.

The conclusion of Research Project 2.07 was that email and the Internet have great potentia as
channels to service taxpayers, but that there is dso a need to better understand and manage their
organizationa impacts, growth, and technologica evolution.

The research project presented here (2.21) is the logica continuation of the previous work.
The project’s god is to strengthen our understanding of how to deliver qudity taxpayer servicethrough
astudy of the practices of leading organizations in the private and public sectors that have implemented
Internet-based customer-service systems.

Specificdly, the objectives of this research project are (1) to identify leading-edge
organizational and technologicd practices for providing and managing Internet-based customer service
in comparable private and public organizations, and (2) to identify potentia organizationa impacts based
on the experiences of the surveyed organizations.

This research summarizes the views of over thirty managers from eight Fortune 100 and Fortune
e-50 companies and two public organizations. We sdlected these companies and individuas through a
farly elaborate process designed to ensure the selection of a sample of organizations comparable to the
IRS (e.g., large organizations, serving the generd public, service-oriented, and operating in aknowledge
and information intensve environmen).

Tightly sStructured, theory-based interviews were used to construct a series of business cases,
which were then andyzed to identify common technologica and organizationd trends, best practices
and organizationa impacts of the systems, and technologies implemented by the organizations.

This research has resulted in the identification of severd technologica trends, best practices, and
organizationa impacts from the new technologies. These practices and their impacts, organized by
theme, are described in the “findings’ section of this report. A reader interested only in ane particular
theme may jump directly to the corresponding page.

Technology trends page 9

! The number of inquiries steadily increased from less than 13,000 in FY 1996 to over 334,000 FY 2000. The volume
decreased dlightly in FY 2001 to 328,631 and dropped to 220,631 in FY 2002. A separate research project is under
consideration to study this decrease in usage.
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Information content and knowledge management Strategies page 14
Polices (persondization, prioritization, channe competition, etc.) page 17
Personnel management page 17, 19
Managing the service process page 21
Managing the service outcome page 25
Customer impacts (e.g., satisfaction) page 27
Assigtor impacts (e.g., productivity) page 28
Organizationa impacts (costs) page 29
Generd cdl center drategies page 30

Conclusons and Recommendations

The concluson that gems from this sudy is that the next sep in increasing efficiency of the
customer support function comes from the eectronic channds. This is the direction that many leading
organizations in the nation have taken. We offer here an up-to-date panorama of current best practices
inthe delivery of customer support viathe Internet.

It is important to kegp in mind that the findings of this Sudy are descriptive in nature, not
prescriptive. Because these best practices summarize the beliefs and the experiences of the managers of
some of the leading companies in the nation, we believe and recommend that these practices should be
consdered with an open mind. At the same time, the differences in misson, operations, markets and
products between these organizations and the IRS require that adoption of these best practices be done
on acarefully consdered, case-by-case bass.
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INTRODUCTION

As more Americans gain Internet access, future demand for tax help ddivered through the
Internet is expected to increase.  The management of a large-scale Internet-based customer support
sarvice is largdy uncharted territory for the IRS. This sudy investigates the experiences that leading-
edge public and private organizations have accumulated in ddivering Smilar forms of customer support -
- not only where these organizations are currently but aso where they envision the future of customer
serviceto be.

BACKGROUND

The focus of the research described in this document is the delivery of customer (i.e., Taxpayer)
sarvice viathe Internet.

The moativation for this research stlems from a series of previous investigations of the ETLA
sysdem. ETLA gands for Electronic Tax Law Assstance (ETLA), a computerized system that dlows
taxpayers to use email to send tax law questions to the Service and recelve email responses from
assgors a customer service Stes scattered throughout the nation.  In the current configuration,
taxpayers access the ETLA system through the IRS “ Digitd Daily” World Wide Website.

The relative novety of the ETLA technology prompted a series of questions on its use and
proper place within the IRS. These questions were plit into a series of research projects that were
completed under the umbrdla of the “Improving Customer Service and Sdaidfaction” Research
Strategy.” The predecessor of this project was Research Project 2.07, ‘Benefits of “Ask the IRS’
Electronic Tax Law Assgance’ which identified specific benefits and possible enhancements to the
ETLA system based on detailed analyses of the feedback received from taxpayers who had used the
sarvice, as wel as on a survey of the IRS assistors and managers who work with the system on a
routine basis.

The previous research project aso raised some new issues, especialy with respect to the need
to better understand the organizationa impacts of the sysem (eg., impact on resources, channd
competition, new dientedes, etc) and the likely evolution of the technology (eg., technologica
advancements, scaability, security, etc.).

This research study is the logica continuation of the previous work, and ams a addressng
these new issues. It is designed to address the problem of delivering qudity taxpayer service to an
expanding population of Internet users. Customer Accounts Services (CAS) commissioned the
research.

The market segment for this project is private and public organizations that have implemented
systemsto ddiver customer support using Internet technology, and are comparable to the IRS.

2 Project 2.04 focused on why taxpayers used the ETLA system rather than using other means of contacting the
Service and Project 2.09 focused on the cost of operating the system. Project 2.04 was completed but Project 2.09
was terminated due to lack of data.
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RESEARCH QUESTIONS

The specific research questions identified by Customer Accounts Services arel

1. “Wha are leading-edge organizationd and technologica practices for providing and
managing Internet-based customer service in comparable private and public
organizations?’ and

2. “What are potentid organizational impacts based on the experiences of the surveyed
organizations?’

IMPORTANCE OF RESEARCH

The research described in this document is important because its results will help the Service to
make more informed manageriad choices. The ddivery of cusomer service via eectronic means is a
dynamic arena of innovation and technological and organizationa change. Arguably, being informed of
the best practices adopted by some of the leading companies in the nation is a good source of
empiricaly-tested practices and ideas, as well as an antidote against repeating errors aready made by
others.

As more and more Americans gain familiarity with and access to the Internet, it seemslikely that
the Internet will become an important channd to ddliver tax hep. The number of ETLA inquiries
steadily increased from less than 13,000 in FY 1996 to more than 334,000 in FY 2000.° Thevolume
decreased dightly in FY 2001 to 328,631 and dropped to 220,631 in FY 2002." A separate research
project is under consderation to study this unexpected decrease in usage. The decrease was
unexpected because commonly published news aticles consgtently show that Internet usage is
increasing.

In sum, it seems reasonable to assume that investigating the experiences of private and public
organizations that pioneered the area of customer service through the Internet can help us learn much
about how to deliver better-qudity customer service.

OBJECTIVES

This project has two objectives:

1. Determine leading-edge organizationd and technologica practices for providing and
managing Internet-based customer service in comparable private and public
organizations.

2. Determine potentid organizational impacts based on the experiences of the surveyed
organizations.

8 http://mm3.aus.swr.irs.gov
41bid.
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PURPOSE AND SCOPE

This report describes a study of private and public organizations that have implemented and
currently operate systems to ddiver customer service using Internet technology. Our customer
(ETLA/CAYS) requested that we look for trends, lessons learned, and best practices by studying large
business organizations that have established Internet-based customer service centers.  The report
identifies trends and best practices in the areas of technology, information content, polices and
organizationd structure, and internd and externd userS management. It dso identifies the effect that
these trends have on customer services operations, and their organizational impacts.

This report provides the IRS with an understanding of how comparable public and private
organizetions are currently delivering customer service and, possbly more importantly, whet they
envison as the future technology for delivering customer service. Understanding the lessons that these
organizations have learned will dlow the IRS to enjoy a second-comer advantage, regping the benefits
discovered by early innovators while avoiding ther errors. Our findings will summarize the accumulated
experiences of the surveyed organizations in ther delivery of customer support through the Internet.
Lessons will be learned about what works and what does not work in the private and public sectors.
The lessons learned from these experiences will form a bass from which to extrgpolate potential
organizationa impactsto the IRS.

More broadly, investigating experiences that leading-edge organizations have accumulated in
delivering amilar forms of customer support will be beneficid to the IRS because it will make possible
more informed managerid decisons about the ETLA system. This information will assst the Deputy
Chief, Cusomer Service Fdd Operations in meeting the drategic god of improving service to
taxpayers.

RESEARCH METHODS

MARKET SEGMENT

The population of interest is composed of private and public organizations that (1) have
implemented systems to deliver customer support using Internet technology, and (2) are comparable to
the IRS.

“Comparable’ organizations are U.S. corporations and government agencies that (a) are large,
(b) provide information-intensive products and services to a genera public, (C) offer information
intengve customer sarvice, and (d) are sengitive to security issues. The “sampling” section will describe
the sdlection process by which we identified organizations that have these characterigtics.

DATA NEEDS

The sudy consgs of a set of scripted interviews with managers in private and public
organizations that have implemented and operate systems to ddliver customer service using Internet
technology. The main data employed in the study are the notes taken by the investigators during the
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sripted interviews® A glossary of terms used in this report is provided in Appendix A. A copy of the
interview script is provided in Appendix B. Further elaboration is provided in the methodology section
(next).

All interviews were pre-arranged. We collected data by traveling to the interview locations and
conducting three (or more) interviews per site with relevant personne.’® Our project did not require
Office of Management and Budget (OMB) gpprovd. We interviewed atota of eight organizations, and
OMB gpprova is required for more than nine. The data standards certification is provided in Appendix
C.

METHODOLOGY

The two objectives of the proposed research were achieved by means of a series of theory-
based dructured interviews with managers in sdlected comparable firms and organizations. The
interviews focused on the identification of leading-edge organizational and technological practices for
providing and managing Internet-based customer service and on potentia organizationa impacts based
on the experiences of the surveyed organizations.

Since the questions investigated in this research are highly exploratory in naure, a flexible
methodology such as scripted interviewing was gppropriate.  In particular, we did not have explicit
hypotheses to test, Since we were looking for trends, lessons learned and best practices. At the same
time, the presence of a sgnificant exploratory component does not mean that the methodology we
employed was unprincipled or ad hoc.

RESEARCH M ODEL

A Model of the Organizational Impacts of Customer Service Operations, based on the
reviewed scientific literature, our previous work (Project 2.07), and Customer input was used D
generate the interview scripts and to organize the results. For smplicity and brevity, the basic modd is
shown in Figure 1. For further information and a more detailed mode! refer to Appendix D.

The modd shows that changes in the characteristics of the system (e.g., a change in technology)
may induce changes in the system operations (e.g., the way assstors do their job; the qudity of the
answers), which in turn result in changes in variables of organizaiond interest (such as cods of
producing the service, or the productivity per assstor). These latter changes are often cdled
“organizationa impacts.”

5 Whenever feasible, other documents volunteered by the interviewees, were collected.

& Asrequired by the February 1999 memo issued by Bob Wenzel, Deputy Chief Operations, on External
Benchmarking, we contacted the Quality Office regarding our intent to make external contacts. The Quality Office
responded that our project’ s efforts were outside the scope of the Modernization Design Team and that we could
proceed.
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Figurel - Modd of the Organizational | mpacts of Customer Service Operations
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The model was designed to achieve our project objectives. Thefirst two sections of the model
(changes in the system characteristics and changes in customer service operation) provide the
framework to achieve our first objective (trends and best practices) and the last section (impacts)
provides the framework for our second objective.

SAMPLING

The population to which we sent invitations to participate in the study is described previoudy,
under the heading “market segment.” Invitations took the form of a letter. A sample of the letter is
provided in Appendix E. To identify private organizations in the set of interest we used the Fortune 500
lig" and the Fortune e-50° list as published in October 2001. This guaranteed that large and
presumably technologicaly sophidticated organizations would be included. Detailed information on the
sampling sdection processis provided in the Sampling section of Appendix D (page D-4).

SUMMARY OF SAMPLING METHODOL OGY

We worked with locd Governmenta Liaisons, Communications and Liaison Division, to obtain
contacts with potentid  public organizations. After completing our identification of potentid private

" The Fortune 500 list includes the largest U.S. companies according to revenue. We selected our sample from the
top 100 companies, this part of the Fortune 500 list is known as the Fortune 100.

8 The Fortune e50 list includes the largest U.S. companies in the following sectors: ECompanies, Internet
Communications Companies, Internet Hardware Companies, and Internet Software and Services Companies.
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organizations we made contact with them through their tax department.® We followed up the letter with
a phone conversation, advising them that our contact had nothing to do with any tax métter.

Participation in the study was voluntary. We requested access to two or three key personnel
from each organization. By key personnd we mean managers responsible for the developmert,
operations, and maintenance of the system from both a technica and business (customer support) point
of view. We targeted seasoned individuds and managers in higher-ranking postions, athough not so
high that they would not have direct knowledge of the system.

Our initid list conssted of sixteen organizations. Our goad was to obtain a sample of five to nine
participating organizations. Of the Sixteen origind organizations, eight accepted, Sx refused, and we
were unsuccessful in getting past the “gatekeepers’ at the other two. The organizations were promised
that at their choosing ther participation would be ether explicitly mentioned or kept rigoroudy
anonymous. At this point we are tregting dl organizations as anonymous and we will refer to them
numeicdly, falowing the order of the interviews. Table 1 provides a list of our participating
organizations.

Table1: Participating Organizations

Organization Public Sector Fortune e-50
1 Software and Financial Services O
2 Brokerage O
3 O  State Taxaion Agency
4 O Federd Agency
5 Mortgage
6 Banking
7 Computer Hardware
8 Software O
Source: Interviews

The Principa Investigator and a Research Program Andyst conducted the on-Site interviews.
The interviews were conducted individualy or as a group, a the organizations discretion. The
interviews were conducted from mid-July through the first week of October 2002. We interviewed a
total of 34 individuds across the eight stes: 12 Vice Presdent and Director level personnd, 15 Senior
Managers and Managers, and 7 Information Technology Adminigtrators and Assistors.

° From past experience we anticipated that any correspondence from the IRS would undoubtedly be referred to the tax
department so we sent our initial letter to them. By choosing a proactive approach we circumvented a potential
routing delay and turned it into an opportunity.
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RESEARCH FINDINGS

Data analyss congsted of the examination of field notes taken during the interviews. From the
notes we compiled one business case per dte. The business cases were then compared adong the
dimengions outlined in the modd described previoudy (eg., technology, policies, customer impacts,
etc.). Given the quditative nature of the methodology and the smdl sample Sze, the data andlysis did
not include forma hypothesstesting, or vaidity/rdiability anayss.

We looked for commondities and differences among the cases. Andysis of the responses
included:

1. Aggregating the responses based on the categories that are referred to in the modd
(Fgure 1) as “changes in the system characteristics’ and “changes in customer service
operation.” This dlows us to achieve Objective #1, i.e. the identification of leading-
edge organizationd and technologica practices. This report is rich in information and
coversalot of ground. To assist the reader we will use banners to identify and display
the leading edge organizationa and technological best practices as we cover them in the

report.

2. Aggregating the responses based on the categories in the mode referred as “impacts.”
This dlows us to achieve Objective #2, i.e. the identification of organizationd impacts
(e.g., codt, productivity, employee satisfaction).

Figure 2 provides a graphical picture of our research method.
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Figure 2 - Research Method
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Next we discuss our findings. As aroadmap for the reeder, our findings follow the same order
they are shown in the model (Figure 1). First we cover the “Changes in the System Characteridtics’,
then “ Changes in Customer Service Operations’, and last we cover “Impacts’.
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CHANGESIN THE SYSTEM CHARACTERISTICS

This section addresses issues related to the management of the service from the perspective of
system characteristics or system resources. Within the Changes in System Characterigtics section, we
begin with “technology trends’, followed by a section on information content, policies, and so on.

TECHNOLOGY TRENDS

As a garting point, we asked the organizations which channds they currently use o provide
customer sarvice, i.e, the composition of their channd portfolio. We found that phone, web and emall
are broadly adopted. We dso found that there is a high degree of variahility, not only in the number of
channds offered by individud organizations, but dso in the specific channds organizations made
available to therr cusomers.

Table2: Channd Portfalio

Organization Phone | Emal | Web | Chat | Fax | Mail | Fided
1 O O
2 O O O O O O
3 O O O O O @)
4 O O O O O O
5 O O O O
6 O O O O )
7 O O O O
8 O O O O

Source: Interviews

The number of channels offered varied from a low of two channels [1] to a high of 9x channels
[2, 3, 4], with the remaining organizations faling somewhere in between. Table 2 presents the data
This can be interpreted as an indication that it is gill unclear what the optima channd portfolio looks
like, and what the optima channd mix is.

CURRENT INNOVATION: CUSTOMER SUPPORT DELIVERED THROUGH “CHAT”

Perhaps the most unexpected finding was the diffuson of “chas’ (i.e, indant messaging
sysems) as a means to ddliver customer sarvice. “Cha” is an industry term and does not refer to a
“chat room,” i.e., an dectronic forum where severd individuas converse eectronicaly. In this context,
a“chat” isaform of dectronic communication between a customer and an assstor. The communication
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is generdly initiated by the cusomer (a request for help of some sort), and is written, virtudly
ingantaneous, and typicaly characterized by frequent and rapid back- and-forth communication.

Five out of the dx private organizations offer support via chat. Nether of the public
organizations does. The organizations that deploy chat believe that it offers al the benefits of emall (e.g.,
written communication), plus some additiona benefits that are not avalable through email. Table 3
compares chat benefitsto email.

Table3: Chat Benefitsvs. Email Benefits

Benefit Chat | Email

Immediacy O
Interactivity / Social Presence O

Written O o)
Encryption O o)
Multitasking (both ways)* O O
Push Technology” O O
Co-browsing’ O

Source: Interviews

1 Both the assistor and the customer have the capability to perform multiple tasks simultaneously.

2 push technology allows the assistor to send something to the customer, i.e., adocument or alink.

3 Co-browsi ng istechnology that allows the assistor to temporarily control the customer’s computer.
For exampl e the assistor could control and move the mouse on the customer’ s monitor to show the
customer how to perform a specific function or task.

The organizations offering chat mentioned additiona features that make it attractive to them:

0 The chat button availability can be controlled, and made to appear or disappear on
customers computers.

0 Assgors can run concurrent sessons.  The norm is probably two or three, but the
number can be increased as needed. Organization 1 reports that it is serving three times
as many customers with the same resources through its use of chat. (We will further
explore thisin the section on * Organizationd Impacts.”)

0O Chat can be PIN activated, providing additional security.

It isinteresting to note that as recently as two years ago company 1's main channe for ddlivering
customer support was a 1-800 phone sarvice. They have since discontinued their phone service and

10
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currently use the web as their primary service. Organization 1 now believes that “chat is king” because
itsinteractivity facilitates first contact resolution.

However, not dl of the interviewed companies are ready to embrace chat technology.
Organizations 3, 4, and 6 believe that “chat is not yet ready”. Concerns raised include informality,
potentia for errors, and lack of supervison. Cha may be too verbose and interactive, leading to
increased time and cost per interaction. We provide data about average interaction times in Table 4.
Cost comparisons are provided in the “impacts’ section of this study.

Not dl organizations were willing to share data. Tables in this sudy are filled to the extent to
which data was provided. It should be noted that average interaction times vary with the types of
questions, which are different across indudtries.  Therefore, comparisons should be made with
prudence. Moreover, even within a sngle organization, transactions do not distribute homogenoudy
across different channds.  Customers choose different media for different types of queries, and one
characteridic that influences the customer’s choice of channd is the difficulty of the query. Asaresult,
different channds get different mixes of queries.

Table4: Average Time Per Transaction (minutes)

Organization | Phone Emall Chat*
. - 1-2 (Structured) ° s
5-7 (Ungtructured)
3 5.0 2-5
6 6
8 4.5 4.5 8-10
Source: Interviews

! The figures shown are per chat. Assistors normally conduct more than one chat concurrently.

2 Structured emails are essentially ‘ready to go’ emails. They are properly categorized and routed to the
assistor with apotential canned response. The assistor chooses the most appropriate response, edits (as
necessary) and sends.

3 Unstructured emails are when the assistor is composing the entire email.

Despite dl these cavedts, the data collected suggest that, when looked a on a time-per-
customer basis, chat may be competitive with telephone and email. For example, Organization 8's
average time per chat is 9 minutes, but since a Sngle assstor can do two chats Smultaneoudy, within
that organization the average transaction time per chat sesson is equivdent to the average time to
respond to a phone or email inquiry.

TRANSACTION VOLUMES

Information on annud transaction volumes is provided in a table in Appendix F. Of note is the
fact that, with a sSngle exception [4, apublic organization], web inquiries far outstrip dl other channelsin

11
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terms of volume. Phone is the second most common means of inquiry across dl organizations but one.
By comparison, dl other channd volumes are much smdler. In spite of the fact thet five out of eight of
the organizations have added chat to their channel portfolios, the percentages of inquiries answered via
this method are (again with a sngle exception) ill very smal. These numbers reflect the rddive
maturity of the various channels, and suggest that, while companies are exploring newer, less-tested
means of Internet-based customer support (in particular, chat), they have yet to aggressvely funnd

cusomer inquiriesin thisdirection. Thistopic isfurther explored in the next section.

CHANNEL DYNAMICSFORECASTS

Of obvious interest is the question of how the interviewed organizations forecast channd
dynamics. Do they expect phone volumes to go up or down? What will be the role of chat? etc. We
therefore asked each organization to share with us its forecast of channd dynamics for the next three to
fiveyears

The results are presented in Table 5. Everyone agreed that web use will continue to grow.
They dso generdly agree that phone volumes will either decrease or remain dable. One organization —
the chat champion — sees the phone as “the dragon we are in the process of daying.” The remainder of
organizations view the phone as a “fully mature technology,” whose efficiency is “hard to improve’
ggnificantly, and of “decreasing relaive importance” dthough most fed that the phone as a channd to
deliver customer service will not “go away.”

Table5: Forecast Channd Dynamics

) Il o[t | 1|06
2 l limited I 1 1
3 NI IR
4 IR
5 * I I ? n.a
6 it [ T 1]l
7 B - T T
8 l ? I I n.a

The forecadt is less clear for email. Four of the eight organizations believe email use will
increase, two are noncommittal, one believesits use will be limited, and one has diminated email from its
channd portfolio. A mgor drawback of emall is its inherent lack of interactivity, which may hinder its
ability to sysematicaly provide first contact resolutions. Email is also seen as “non-trategic” because

12
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its cost dtructure is comparable to the phone, while the web has the potentid to be sgnificantly more
efficient.
The forecadt for chat is dso unclear, perhaps reflecting the reaive novety of this technology in

customer support. Three organizations see it increasing, one thinks it will decrease, two do not know,
and two do not plan to offer it.

The “Other” column is a combination of fax, fied, and mail. Haf of the organizations have
eliminated or do not offer these channels as options. Three of the organizations that do have this type of
customer contact expect it to decrease.  The remaining organization is unclear on the future of these
channdls.

TECHNOLOGICAL HORIZON

Customer support is perceived as a technologica laggard. Mogt of the interviewed managers
made comments such as “we want to be on the leading edge, not the bleeding edge” and “there is a
three to five year gap between market availability of atechnology and its large-scae implementation.”
Some organizations look a emall as the next step, otherslook at it as a project in the far past.

While implementation of new technology is perceived as dow, the interviewed organizations
seem to conduct a fair amount of experimentation “at the margin” with smdl and pilot projects. While
describing each of these ventures is a research project in itself, we thought that it would be of interest to
insert alist of these technologies, to provide a quick sketch of the current landscape of technologica
innovetion. Thislig is presented in Table 6.

Table6: Technological Horizon

O

“Enhanced instant messaging” [7]: smart web pages able to diagnose user problems
and report back to the organization

“Push” technologies [4, 7]

Interactive Voice Response-based routing (IVR) [7]

“Conversational” (vs. “directed”) voice recognition [7, 8]

Co-browsing [6, 7, 8]

Self-repair software [7]

“Smart” search engines that route customers to assistors [7]

Voice over Internet (VolP) (seen however as “not ready”) [1, 2, 3, 4, 5, 6, 7]
Automatic suggested responses to assistors / scripts / expert systems [4, 6]
“Click to talk” [6]

Customer Relationship Management Systems - CRMs [4, 5]

Streaming video, “Webinars” [3, 4, 5]

Natural language search engines [2]

0O 0000 O 0D 0 O DO O DO

Voiceprints [2]
Voice portal for the visually impaired (section 508)

Source: Interviews
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Almogt everyone said that voice over the Internet (VolP) has potentid, but “is not ready.” A
number of other potential areas for expanson (discussed next) were dso mentioned. 1t is difficult at this
point to determine which of these technologies may become widespread in the coming years.

INFORMATION CONTENT AND K NOWLEDGE MANAGEMENT

This section discusses the next theme in the Modd of the organizationa impacts of customer
service operations (see Figure 1 to understand how the theme fits in the overal study). Under the label
“Information Content” we group initiatives designed to better manage the information resources of the
organization. This includes initiatives desgned to facilitate the reuse of existing knowledge (eg.,
“canned answers’) and initiatives designed to facilitate the automation of functions currently performed
by assistors.

In the following sections we will identify trends or best practices that were described by the
managers a the interviewed organizations.

| BEST PRACTICE: “ REUSE KNOWLEDGE" I

The most important trend and best practice in information content is the reuse of knowledge.
This may take many forms. One interesting recommendation is that assstors and customers access the
same document database (i.e. post the assstor’s information resources on the web where customers
can access it directly). There is no benefit to creating and maintaining two separate databases, and
efficiency isincreased with asingle one. For the same reason, it is aso important to standardize assistor
tools across channdls.

Reusing knowledge is also seen as a mgor key to making email cost-effective. Its payoff isin
improving the assigtor’s productivity. Canned answers (some organizations cal them “scripts’) can be
utilized in both the email and chat channels. We asked each organization for data on use of canned
answers.™® Our findings are shown in Table 7.

19 In this and future tables we show data that we were able to accumulate. Sometimes organizations did not have the
data or they may not have been willing to shareit with us.

14
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Table7: Canned Answer Usage

Email Chat
Organization | % answersthat % text that | % answersthat | % text that
contain canned is canned contain canned is canned
text text

3 85%

4 85% 75%

6 80%

7 80% 75% 35%

8 60%
Source: Interviews

Severd organizations acknowledged that canned answers can result in negative customer
feedback. Organization 2 conducted two separate experiments. Both experiments had two conditions
(groups). Individuas in group one received canned answers and individuds in group two received
original responses.  The results were the same in both experiments.  The group receiving canned
responses was less satisfied with the response but perceived it as more professional. The group
receiving origina responses was more satisfied with the response but perceived it as less professional.
Their conclusion was that there is not a clearly superior way to ddiver quaity customer help across dl
dimensons. They suggest using canned answers but encourage asssors to persondize the answers
with greetings, segues, and removal of irrdlevant information.

Additiona techniques to keep canned answers fresh, effective and usable are:
0  Mandate amaximum length (helps with conciseness and speed).

0 Conduct reviews of content (organization 2 conducts quarterly reviews of their whole
database of answers).

O Limit the number of canned answers by culling out obsolete / rarely used ones and by
replacing rather than continually adding.

The generd philosophy is to keep the overdl number of such answers smdl. If a canned
answer is used too frequently, it might warrant being transferred into a FAQ (Frequently Asked
Quedtion), thereby reducing customers need to actively contact the organization, and fulfilling the
generd objective of providing passve help.

Assistors have access to ‘hot keys - frequently used phrases, greetings, segues, closings, €tc. -
which help them to respond quickly. Some systems help assstors in sdecting the correct canned
answer by presenting them with a choice of likely candidates or a best guess by the system.

15
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BEST PRACTICE: “ USE WEB TEMPLATES. IN TIME TRANSFORM WEB
TEMPLATES-BASED TRANSACTIONSINTO ‘AUTOMATED SOLUTIONS'”

Web templates are structured web pages (eg., html forms) that discipline the interaction
between the consumer and the organization. A smple example is the use of a “drop-down” box with
fixed choices as opposed to afidd to fill with free text.

The interviewed organizations are actively atempting (in some cases requesting) to induce their
customers to use web templates rather than free-form email, which is the email generated by a client
email program such as Outlook.

From the customer’s perspective, web templates are very smilar to emalil, since they have a
look and fed smilar to email, but from the organization’s perspective they are structured documents that
reduce errors and facilitate routing and processing.

The functiondity built into the fields in a web template alows for better categorization of the
transaction (via menus of choices), error reduction (eg., via prepared spellings and field content
vdidators), and improved completeness of the transaction (via mandatory fields).

In addition, web templates can be set up to incorporate security (password schemes and
encryption). If desired, space limitations may be set up to increase the conciseness of the interaction.

Severd organizations recommended a system development strategy based on templates. In the
beginning, form-based transactions are a means for customers to communicate information about a
desired transaction. Information entered in this fashion il requires manud intervention. However, as
the organization learns the relationship between input (the forms) and output (the answers to the
customers), more and more of that interaction can be automated. In its ultimate incarnation, the
customer’s action sets off a chain of events (e.g., database entries) that take care of the request. One
eementary example is when the customer changes his own mailing address from the web, without
human intervention from organizationd personnd.  The customer action has consequences (new
addresses will be printed by the organization when needed and the mail will be sent to the new address).
When this happens, these forms are said to have evolved into “ automated solutions.”

POLICIESAND ORGANIZATION

This section discusses the next theme in the Modd of the organizationd impacts of customer
service operations (see Figure 1 to understand how the theme fits in the overal study). Under the label
“Policies’ we group policies and organizationd issues such as security and privacy, and persondization
and privatization.

SECURITY AND PRIVACY

All the participating organizations are concerned with security and privacy issues and follow
specific guiddines, often dictated by legal condraints. However, from the feedback that we received,
we did not sense that these organizations believe that security is a mgor issue for their customers.
Some stressed that there are trade-offs between security and convenience. For example, making a
webste more secure through the use of login and password screens aso decreases customer
convenience.
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There are secure access methods available to provide account-specific information and
answers. One method is to dlow customers to submit inquiries through an insecure channd. Thereply
is then posted to a secure page (sort of a persond bulletin board) and an email notification is sent to the
customer. The customer then accesses the secure page to retrieve the reply.

CHANNEL COMPETITION FOR RESOURCES

Channd compstition is common among customer service organizations that offer a portfolio of
channels. There are a finite number of assgtors and channdls compete for them. The organizations
were split between dedicating assstors to a specific channd [1, 4, 6, 7, 8] or rotating them [3, 4, 5, 6,
g] n

It was noted by one organization that a policy of rotating email assstors from answering emails
to answering the phones during peak times might be counterproductive for two reasons. First, delaying
email responses might prompt customersto cal the company, thereby cresting duplicate queries, both of
which would need to be answered. Secondly, the delay might discourage customers from using the
electronic channd in the future.

PERSONALIZATION AND PRIORITIZATION

Persondization here refers to the practice of providing different help (e.g., a different levels of
detall and/or technica sophigtication) to different customers. Prioritization refers to differentiation of
sarvice leves to classes of customers. Table 8 shows the extent and the basis for persondization and
prioritization within participating organizations.

The web affords the opportunity to personalize through use of “personae.” A persona means a
type of cusomer. A website can be programmed to present different information (pages) to each type
of user. For example, a webdte could provide different and appropriate information to individuas vs.
business, cusomers with or without a warranty, CPA vs. firgt time filer, and so on. The Ste could be
designed to provide layered access either by content (novice vs. experienced user) or security (low leve
to high levd). Persona assignment can be done by the organization or by the customer (sef-
classfication).

Table 8: Personalization and Prioritization

Organization Per sonalized Prioritized
1 O Paned O Fee
2 O By segment O By segment
3 No O Content
4 No No
5 O Bysgment | O By segment

11 Some of the organizations are in both categories because they have some staff dedicated and some that rotates
between channels.
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6 O Al No

7 O Hite O Waranty & Segment

8 O Consdering | O Warranty & Segment
Source: Interviews

There is a trade-off between persondization and privacy. While persondization is a potentidly
useful idea, it must be carefully implemented. One organization noted that over-segmentation generated
customer dissatisfaction because customers who were frustrated by their inability to find answerswithin
the webgte built for their personatried to change identity and become other personae, hoping to find the
information they were looking for in the webgte fitted to those different personae. Needless to say, they
often became more frustrated because the type and detall of the information provided by these other
websites was not gppropriate to them.

I BEST PRACTICE: “ PROVIDE INTEGRATED ESCALATION MECHANISMS’ I

A contact is conddered “escdated” when the customer is not able to reach a solution with the
first assstor and is referred (or demands to be transferred) to a second assistor who is usualy more
trained or has more experience. An effective escaation policy should be implemented both within and
across channds. Improved training reduces the number of escaated interactions.

It is important that the second (or third) assstor be made aware of the case details before
interacting with the customer, so that the customer does not have to repeat the whole problem
description (resulting in less frusiration and less wasted time). That can be achieved by systems that are
integrated, both within and across channels. More will be said about integration under “Service
Process’ - specificdly see Best Practice: “Manage the Customer, Not the Case.”

INTERNAL AND EXTERNAL USERS (ASSISTORSAND CUSTOMERYS)

This section discusses the users of systems designed to deliver Internet customer services (see
Figure 1 to understand how the theme fits into the overal study). We discuss specific issues concerning
personnel management first, and customers second.

ASSISTOR TRAINING AND CAREER

It is a common practice for the organizations to train assstors in more than one subject area
(e.g., two products) to provide for flexibility. Some organizations provided the same training across
channds [7] and some provided different training [5, 6]. Although most organizations conduct generd
content training, three conduct training specificaly focusng on customers inquires. Organization 1
conducts “Top Ten” training, which focuses on the top most asked queries in a given area, and
Organizations 2 and 7 conduct “Top 200" training. Customer feedback is often systematicaly looped
back to the training function.
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| BEST PRACTICE: “ CREATE CAREER PATHS’ I

To reduce assstor turnover, severd organizations [5, 8] have established career paths for their
assgors. After completing elghteen months as successful assstors, employees have the opportunity to
move to other parts of the organization Organization 6 provides a career path from phone to e
support. These options dlow accumulated knowledge to remain within the organization. They are win-
win solutions that are good for both the assistors and the organization.

AVAILABILITY / STAFFING

We inquired as to availability of service for the various asssted channds and found some
variability asshown in Table 9. While 24 X 7 availahility across dl channelsis not yet aredity for most
organizations, our interviews reflect agenerd intention to move in this direction.

Table9: Channd Availability

Organization 24X 7 20X_7 24 X7 Lessthan Lessthan
Phone Email Chat | 24X 7Phone | 24X 7 Chat
1 O
2 O O
3 O
4 @)
5
6 O
7 O O O
8 o O
Source: Interviews

“SUPER AGENT”

A “super agent” is an assgtor that can perform equdly well a dl mediums (phone, emall, chat).
Does such an individud exis? Some organizations say the notion of the “super agent” is unredidtic [2].
Without eception the organizations believe that writing (emall and chat) requires additiond/different
kills than communicating verbaly. Some recognize this additional skill with higher pay for their e
support assstors [6].

Some organizations dso evduate new employees with various psychometric measures.
Psychometrics is the measurement of psychologica variables, such as intdligence, aptitude, and
persondlity traits. There is disagreement, however, as to whether it is gopropriate to hire based on
personality profiles. While such a profile dlows the employer to best fit a new hire to a particular
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channel (ooken vs. written, for example), the benefits of speciaization may be counterbaanced by lack
of fit when personnd are rotated to other channels.

NEW CLIENTELES?

The issue of whether Internet-based customer support has created anew clientele is unclear [4,
7]. Some organizations believe it has created a new clientee by automating service [2] or by lowering
the barriers to access [1, 3]. By “lowering the barriers’ we mean that some customers who would not
pick up the phone to call will use the Internet to get their inquiry answered because it is easer for them
to access. Other organizations think a new Internet-based clientdle is a possibility, but not relevant to
them [8]. And findly, one organization believes there is no new clientele, only a diverson (i.e. existing
customers are diverted from another channdl to the Internet) [6].

CHANGESIN THE CUSTOMER SERVICE OPERATION

This section addresses issues related to the management of the service operation from the
perspective of process (delivering the service) and outcome (the ddlivered service).

SERVICE PROCESS

This is perhaps the area where most of the organizationd atention is currently focused.
Developing an effective strategy for the process that delivers the service is seen as even more critica to
customer service success than is technology. Many of the managers in our sample emphasized thet it is
important to decide the strategy first, and let the technology follow.

BEST PRACTICE: “ FUNNEL INCOMING VOLUMESTO THE RIGHT
CHANNEL"

While most organizations believe they should offer a portfolio of channels, they dso bdieveit is
gppropriate to funnd (i.e., direct, encourage, or steer) incoming queries to the “right” channd. Which
channd is*right” depends on the inquiry, the customer, and the organization.

The organization decides which channels to include in its portfolio based on customer dtrategies,
codts, and feasbility from a resource standpoint. The customers, when made aware that there is a
choice of channes, will choose based on both persond preferences and the nature of the specific
interaction.

While mogt organizations were unwilling to restrict cusomers channe choice, they wereaming
a devisng drategies to baance effectiveness and efficiency. In many cases this meant deflecting the
most expensive interactions to where they could be solved satisfactorily for the customer but also at low
cost (we will discuss costs under “Organizationa Impacts’).

From this perspective, email has less drategic vaue than the web. “Passive mode” help (i.e,
sdf-help technology, such as a website) is chegper to ddiver than is “active mode’ help (phone, emall,
chat). Organizations ae gtriving to make passve mode help more compdlling, attractive and eadier to
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use, so that customers will choose the passive mode as their preferred mode to get answers to their
queries.

To encourage this preference, organizations are trying severa tactics, based on mixes of
incentives and disncentives. Usability labs are employed to make the websites more compelling and
easier to use™ Advertisement campaigns educate customers on the existence and location of the new
services. Discounts are offered to those that use the new services.

As discussed under New Clientele, the Internet has lowered the barriers to accessng
information. Some organizations are now raising the barrier to phone contact by not providing 1-800
phone service [1, 3, 7], or by making it more expengve, for ingance by turning it into a fee based
service.

Web navigaion can dso be a means of funnding. With “funnding by segment,” different
customer segment (types) are steered along different paths on a webste, making it easier for them to
find what they need, and better contralling when they will be offered a chance to email or cdl the
organizetion.

| BEST PRACTICE: “MANAGE THE CUSTOMER, NOT THE CASE” I

“Manage the customer, not the case” [7, 3] means to break away from the traditiona case-in
case-out view of interaction, where the customer query is seen as a sdf-contained unit of work to be
resolved as quickly as possble. The traditiond view ignores the history of previous interaction(s) with
that customer, both within and across channds. In the traditiona view every query is effectively new, no
meatter how many attempts have been made to contact the organizations or solve the problem.

Performance measurement and reward systems based on the traditiond view can lead to less
than optimal behaviors. For ingtance, in a case-centered view, the number of cases processed may be
an important managerid metric.  In a customer-centered view, the number of problems solved is a
better and more important metric.

In the customer-centered view, capturing the history of the interactions between a customer and
the overdl organization isimportant not only because it increases cusomer satisfaction (e.g., by avoiding
asking the customer repeatedly for a description of the problem), but so because it saves vauable
assdor time, by lessening the time spent to figure out the previous history, by routing customers with
specific problems to the right problem solvers, and in some cases by proactively solving problems even
before they arise.

Integrated channds enable al this. Channel integration means that assstors who work within
one channd (i.e., phone) have access to a customer’s prior inquiries through the same (within channdl)
and/or other channds (across channels i.e, emall or chat). Table 10 shows the extent of channe
integration both within and across channels.

12 A usability lab is generally separated into two sections: the observer side and the participant side. The observer
side is where observers view the study participants through a one-way mirror. The participant side is designed to
simulate a normal user environment. Cameras and microphones are normally used to record the participants actions
and comments. Usability labs are typically used for design and testing servicesto insure that sites work asintended.
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Table 10: Channd Integration

Organization Within Channd Across Channels
1 O O
2 O Coming soon
3 O O
4 O No
5 Conddering Congdering
6 Limited Limited
7 O No
8 By segment By segment
Source: Interviews

One solution to the integration problem is the devedopment of Customer Reationship
Management (CRM) systems. Organization 3 has developed a CRM system and strongly considersit a
success. All mail and faxes are scanned and integrated into a paperless workflow. This dlows the
organization to have a fully integrated system both within and across channdls. In ther experience, the
CRM sometimes dlows them to predict the reason for a query, derting the assistor to the characteristics
of the case even before the customer starts talking. In other cases, the CRM alows the assstor to be
proactive and provide a customer who caled for a different reason with information that the customer is
likely to request in the near future, possbly avoiding future queries. On the other hand, some
organizations question the usefulness of CRM systems and have concerns about the cost, amount and
usefulness of the collected data, as well as possible negative impacts on productivity [2, 8].

BEST PRACTICE: “MAKE THE WEBSITE EASY TO FIND AND USE”

In a nutshell, “accesshility” and “ease of use” refer to the ease with which customers can find
and operate a webgte. As organizations strive to encourage customers to rely more on Internet
technology to have their queries answered, it becomes increesingly important that organizations
websites be accessible to a broad segment of their customer base.

Our participating organizations do not believe that Internet accessibility isabig concern or issue
for their customer base. They know that most of their clientele are Internet users[6, 7, §].

We discussed previoudy the tradeoff between security and ease of use. To an extent, requiring
regisration impedes use. One of the organizations believes providing Internet access is a socid
obligation [5] and severd commented on the need for multilingua support [4, 7, 8].
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BEST PRACTICE: “ EMPLOY USABILITY LABSTHROUGHOUT THE
DEVELOPMENT PROCESS’

As part of the quest to ensure accesshility, the organizations we interviewed employ usability
labs to ensure that their websites are easy to use. They suggest that better results are achieved when
labs are used throughout the development process, rather than at the very end of it. Thisis because
changes recommended during the process of development are more likely to be made than those
suggested once the product is nearly complete and project deadlines would be affected.

Other successful techniques to obtain ease of use feedback include
0 A god of “Three Clicks’ for a customer to get to the information sought [7].

0 Useof third-party consultants and focus groups[2, 6].
0 Labapprova required for publishing [5].
0

Didribution of beta verson of products to “Friends of the firm” — voluntary users who
provide feedback in exchange for innovative products[3, 6].

Routine modification of documents/pages found to be hard to use™ [7].
Systematic weeding out of least-used or old pages. e.g., “bottom ten” [2].
0 “Personae’ [8] (covered previoudy under Policies).

BEST PRACTICE: “MODEL YOUR WEBSITE ACCORDING TO CUSTOMER
NEEDS, NOT ORGANIZATIONAL STRUCTURE"

For ease of use, participant organizations recommend to avoid modeling a website according to
organizationa dructure.  While doing so makes sense interndly, it is confusng externdly to the
customers who see the organization as one unit, not as a set of rdatively independent divisons and
offices. Rather, the website should be modeled around the experience of customers|5, 8].

This means studying and designing the experience; avoiding inconsgtencies in the web interface
[5, 6, 8], and avoiding having multiple points of contect (e.g., multiple 1-800 phone numbers) [3, 4, 5,
g].

| BEST PRACTICE: “ MANAGE EXPECTATIONSABOUT EMAIL TIMELINESS I

It is important to explicitly manage customers expectaions about the average length of
response time to queries. The customer has a timeframe within which he expects or needs to receive a
reply to hisinquiry. It isimportant to let the customer know the expected turnaround time so he can use

13 Based on customer feedback and/or measured abandon rate.
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the channd that will meet his timeframe. For example, assume a fictiona customer needs the
information today. If he were informed that email responses take gpproximately 24 hours, he would
choose to use the phone or chat rather than email to submit his query. If, on the other hand, he did not
need the information today, he might be perfectly willing to submit his request by email and be satisfied
with the reply time.

For some organizations “actud delivery” time is much fagter than their “promised ddivery,” as
shown in Table 11. These organizations find it necessary to manage the cusomer’s expectations in
order to maintain customer satisfaction. Some organizations use a continualy updated on-screen
message banner to advise customers of expected wait time.

Table11: Email Timdiness

Organization | Promised ddivery | Actual ddivery
1 S o
2 8 hours 4 hours
3 48 hours
4 24 hours 11 hours
5 48 hours
6 2 hours
7 24 hours 4.5 hours

Source: Interviews

Being unable to ddiver within the promised delivery deadline is doubly damaging because it not
only lowers customer satisfaction, but it may aso induce the customer to use another channel to ask the
same question.  Since both queries need eventudly to be answered, the cost may double.

SERVICE OUTCOME

This section discusses the next theme in the Modd of the organizationa impacts of customer
sarvice operations (see Figure 1). Under the labd “Service Outcome” we group initiatives and issues
related to the outcome of the service process (typicaly, the answer to aquery).

| BEST PRACTICE: “ AIM AT FIRST-CONTACT RESOLUTION” I

Many organizations emphasized that the quality of the answers provided to customers is (or
should be) measured in terms of problem resolution. Resolution by itsdlf is necessary but not sufficient.
An important component of qudity is the ability to resolve a customer’sissue during the initial contact.

Two managers in different organizations colorfully highlighted this practice.  The firg
emphaticdly told us “firgt time resolution is king.” The second warned us of adopting a “whacking the
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mole’ problem solving syle. This problem solving style focuses on resolving surface problems without
taking the time to address deeper ones. If a cal center's main emphasis is on a production standard
such as the number of calls an assstor answers, assstors may tend to answer a lot of cdls with easy,
quick answers. The assistor focuses on the goa of trying to get the cdler off the line quickly so they can
get to the next cdl rather than providing qudity cusomer servicee When these solutions prove
ineffective, the customer will just keep cdling back to get his problem solved, increasing the overdl cost
for the organization.

Table 12: First Time Resolution — Channe Comparison

Chann€ Phone Chat Web Email
Percent Solved on First Try [7] 50% 42% 32% 30%

Source: Interviews

Organization 7 maintains satistics on the percentage of firgt time resolutions by channel. They
found that the more interactive channds have a higher percentage of first time resolution, with phone
having the highest rate (50 percent) and email the lowest (30 percent). The data is provided in Table
12.
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IMPACTS

This section of the report will discuss the impacts of Internet technologies: first the customer
impacts (satisfaction), then assstor impacts (productivity), and last organizationd impacts (costs). Asin
the prior sections, we will address these impacts by dawing on the experiences of the surveyed
organizations.

CUSTOMER IMPACTS

Table 13 presents the responses we received when we asked each organization “What are your
basic measures of performance in consumer care?”  Since these were the items that initidly came to
mind, we believe they represent the metrics perceived as most important.

Table 13: Customer Impacts

g

Organization '*%-5% é .g -g ,% % g >

1 0 O

2 o) o) O O

3 O

4 O

5 O

6 O O @)

7 O O O O

8 O O
Source: Interviews

Cugstomer satidfaction and firg-time resolution are the two main metrics, followed by a widdy
vaiable fiddd. Measurement of the two main metrics is difficult. Satisfaction is often sampled via
random surveys. Firg time resolution is a powerful concept (as discussed above) but is rather hard to
operationdize, because — among other things — it requires cross-channd integration. In addition, often
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times the customer does not know whether a proposed solution does in fact solve hisher problem. It
was suggested that metrics should be identical across channds.

When we asked the organizations to comment on their customers comparative satisfaction
between channdls, we found that there was sgnificant difference in opinions. Thisis additiond evidence
that there may not be an overdl “best” channd, but that the “right” channe may well depend on the
nature and distribution acrass channds of the cugtomer’ sinquiry.

0 Organizaion 5: Web is better than phone because of anonymity.
0 Organization 6;: Emall is better than phone (for certain tasks — written, privacy a work).

0 Organization 7: Phone is better than chat; chat is better than emall; emall is better than
web.

0 Organization 8 Phoneisequd to chat; chat is better than emall.

| BEST PRACTICE: “ INVEST IN SATISFACTION DRIVERS’ I

It was emphasized that managers should invest where they are most likely to obtain the largest
impact in terms of customer satisfaction. Emphasis should be placed on those aspects of the interaction
that — when changed from current levels — would increase customer satisfaction the most (e.g., the
satisfaction drivers).

One method of obtaining customer feedback is through random surveys. It isimportant to use
homogeneous methods across channels. The organizations told us that firgt time resolution and having a
single point of contact are satisfaction drivers.

On the other hand, because wait time was not found to be a mgor driver of customer
satisfaction, organization 8 looks at the tradeoff between customer satisfaction and the cost of providing
savice. For example, they currently strive to answer 80% of customer service cdls within 90
seconds.™ They could do it faster, but they believe that this metric achieves a reasonable balance
between satisfaction and cost.

ASSISTOR IMPACTS

We focused on two key dimensions of the impacts of the Internet technology on the assistor: employee
satisfaction and productivity.

EMPLOYEE SATISFACTION

Three of the organizations measure assstor satisfaction through employee satisfaction surveys
[3, 6, 8]. Theassistor satisfaction is superior with the written channels (email and chat) [1, 6, 7).

Tdecommuting and flextime are options that seem to positively impact assgtor satisfaction. In
discussng channd rotation (covered previoudy under Policies) it was noted that creating redigtic
expectations regarding channel rotation goes a long way in kegping morae high. Forewarnings about

14 They monitor factors such as abandon rate and measure customer satisfaction.

27



Internet-Based Customer Service: Organizational Experiences Research Project 2.21

the pesks and vdleys of cdl volumes and the likely need to move resources from one channd to the
other also seem to help. One organization successfully manages the issue by scheduling a number of
assistors to rotate each shift."

PRODUCTIVITY

Most organizations fed that “pure’ productivity numbers, based only on cost of resources
(employee and assets) and average time per response, fail to cepture effectively the long-term
productivity of the channdls.

Main issues are:

1. Average time per response does not capture whether the customer’s problem has been
solved, and may encourage undesirable behaviors.

2. The mix of questions received by each channd is not equivdent. Some channels may
get a disproportionate number of easy queries, while others may get more of the harder,
longer questionsto answer.

Within these limitations, it is interesting to note that the chat channe alows for high productivity.
While the average length per chat interaction is Smilar to or even longer than a phone cdll, assstors can
operate severa chats concurrently.  The norm is for the assstor to conduct two to four [1, 8]
smultaneous chats, with the ability to ramp up to Sx to ten [7].

Although the introduction of the CRM tool had many postive features (covered previoudy
under “Channd Integration”), productivity is not one of them. One organizaion found that CRM
reduced assistor productivity by 20 to 50 percent [3].

Time and motion studies are used to improve employee productivity, as are assstor support
systems that automaticaly suggests answers [8]. Average times per transaction are closely monitored
and used to determine the need for additiond training or managerid intervention. If an employee is
outside one standard deviation of the norm, he or she receives ecid attention. If the employee is
outsde two standard deviations, he or she gets even more managerid attention [8].

ORGANIZATIONAL IMPACTS

Codt is certainly the aspect of service ddivery that is most actively monitored, and the one that
most guides and congtrains decisons. In this last section of the study, we focus on cogt firg, and then a
series of broader strategic idess.

15 Even with planning and scheduling they still, of course, encounter the unexpected spikes.
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COST

One obvious organizational impact of providing Internet-based customer service is reduced
cost. There was consensus in the interviewed organizations that costs are minimized via customer sdf-
help and Internet-based automated sol utions.

Strategicdly, these are the areas where the greatest potentia for improvement lies. For
instance, for each one percent of customer service volume shifted to the web, organization 7 saves $35
million. Some organizations shared channd cost comparison data with us, which is provided in Table
14. The data should be viewed with a caveat not to assume that dl transactions are the same.
Customers choose different media for different types of queries. Also keep in mind that, dthough the
‘Chat’ column provides the cost per chat, normaly more than one chat is conducted concurrently.

Table 14: Channd Cost Comparison — Average Costs Per Transaction

Organization Phone Email Web Chat * (per chat)
2 $6-7
5 $5.50-14 $1.25-34 $6.50
$15 $9 $0.50
$1°
8 |$35 . $6-10
$3-5
Source: Interviews

1 Although the cost is per chat, the reader isreminded that simultaneous chats are conducted. The more chats
simultaneously conducted the lower the cost. For example in organization 5 the cost of one chat is $6.50. If
the assistor is handling two simultaneous chats the cost is $3.25/chat, if the assistor is handling three
simultaneous chats the cost is $2.16/chat and so forth.

2 Qutsourced, canned

3 Average, fully burdened

Perhgps the mogt interesting finding in Table 14 is that emal can be cost competitive with the
phone.

BEST PRACTICE: “ MEASURE PROBLEMSSOLVED, NOT INTERACTIONS’

The previous table provides data on a per transaction basis. A more meaningful measure of the
cogt of providing customer service is the cost of resolving a customer’s problem. The next table
provides average number of contacts with a customer to resolve a specific problem, and the average
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costs per contact. Multiplying the number of contacts to resolve a problem by the cost per contact
gives us the average cost to resolve a customer problem.

Table 15: Channd Cost Comparison — Aver age Resolution Cost

Channe Phone Emalil Web Chat
Organization 7 ‘X’ 7 ‘X’ 7 7 1
Cost per contact $15.00| $10.00| $9.00| $7.00| $0.50 $3.50
Avg. contacts to resolve 15 15 2.1 3 2.30| 2.20

Avg. cogsto resolve $22.50| $15.00| $18.90| $21.00| $1.30

Source: Interviews

Note: This table also includes data on organization ‘X’ which we acquired during the interviews.
Organization ‘X' was not part of our sample.

This lagt table (Table 15) summarized some of the congderations on email, chat and phone
scattered throughout this study: (1) email can be competitive with phone, (2) the real cost savings come
from using the web, and (3) chat is a contender as an additiond active channel.

BEST PRACTICE: “ MANAGE THE CHANNEL PORTFOLIO, NOT THE SINGLE
CHANNEL"

It is important that organizations not look a channels in isolation, but that they consider the
interaction of the various channds they have available for providing customer service. In particular, cost
and productivity comparisons, even within the same organization, should take into account that queries
are likely to digribute differently across channels. One channd attracting a disproportionately large
number of difficult queries might improve productivity in another channd that is left with a proportiondly
lighter load. This channd portfolio perspective dso facilitates investment decisons desgned to
maximize the impact in terms of customer satisfaction of each investment dollar.

BEST PRACTICE: “ TO REDUCE INCOMING VOLUMES, REDUCE THE
CUSTOMER' SNEED TO CONTACT YOU”

Another recommendeation emerging from the interviews was to focus on the “big picture’ of why
an organization provides customer sarvice. In many cases, customer sarvice is required to fix situations
that arise because of some type of flaw in the product or service offered by the organization.

Therefore, one important option is to pour invesment money into improving the product or
sarvice, diminating a the root the need for later maintenance, service, or support.
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Methods of achieving this god include better R&D (Research and Development), so that
products that require less post-sale support can be offered to the customers [2, 7, 8]. This includes
easer indructions and smpler forms and supporting materiads.

Another tactic to achieve this god is to include hep capabilities directly in the products
themsdves. For indance, a form (in eectronic format) might help the consumer filling it out, by
explaining the meaning of fidds and checking for vaidity of the entries (for example, sums). Part of this
capability could be achieved by having the form connect to the Internet in a trangparent, seamless way
[7, 8].

The find tactic that was mentioned to reduce incoming volumes of queries was to improve web
navigation, search, and coverage [1, 7, 8]. These latter topics were adso covered in more detail above
(under “ Service Process’).

| BEST PRACTICE: “LOOK FOR OPPORTUNITIESBEYOND THE ANSWER” I

Another practice that was mentioned during the interviews was to be dert to the existence of
opportunities beyond ddivering the service required by the customer. A customer satisfied by a solution
to hig’her problem and on the phone or looking a a web page isavery low cost opportunity to offer not
only additiona services such as cross sdling [6], but dso to perform proactive maintenance on hisher
account, possibly avoiding future queries[4].

| BEST PRACTICE: “MEASURE, MEASURE, MEASURE” I

During the interviews it became obvious to us that some of the best-managed organizations
excd a sysematicaly measuring their operations. Measurement in customer service is a subtle art as
much asit isa science. To operationalize powerful and intuitive concepts such as satisfaction and firg-
contact resolution is harder to do well than it may seem from asuperficid andyss.

Mogt organizations employed a variety of methodologies, including third party surveys, sample
based monitoring [7 - 10%; 8 - 1%; 6], and criteria-based monitoring [3]. Some organizations
measured characteristics such as usefulness at the level of the single web page [2, 7, 8]. It was noted
that the ability to control content is channd-dependent [7]: e.g., it isvery high for emall, low for phone.

Unfortunately, there is no slver bullet that can replace an intdligent, thoughtful andyss of the
measurement system put in place. That andys's needs to recognize the power implications (rewards,
resources dlocation) of the measures, and carefully manage them. It is human nature to pay the most
attention to the measures that make us look good, and to discredit and bdittle measures that make us
look less than good. Equaly important is the interpretation of the obtained messures, finding
gppropriate terms of comparison, and then acting on the results of these measurements.

One large organization suggested employment of the COPC (Customer Operation Performance
Center) methodology for setting up an effective messurement system.”® COPC is an ingtitution that

18 | nterested readers are referred to the COPC website: COPC.com
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issues guiddines and measures for ataning cetification. The certification is based on the Macalm
Badrige National Quality Award criterig, tailored to the specific needs and characteritics of customer
cdl centers.

CONCLUSIONS

Based on our interviews with many mid- and high-level executives a eight large public and
private organizations, we have described a rich and up-to-date landscape of technologica innovations,
trends and best practices that collectively describe the dtate of the art in Internet-based customer
savice. We have dso identified potentia organizationd impacts based on the experiences of the
surveyed organizations from the new technologies.

The man concluson that sems from tis sudy is that the next sep forward in increasing
efficiency of the customer support function comes from the use of “passive’ dectronic channds. These
are means of ddivering cusomer support that do not require human intervention (e.g., self hep,
automated solutions). Many leading organizations in the nation have taken or are taking this direction.

In summary, we bedieve tha the identification of these leading-edge organizaiond and
technologica practices and potentid organizational impacts aswers the research questions we were
asked to investigate, and that the overdl objectives of this investigation were successfully met.

RECOMMENDATIONS

Within the group of eectronic channels that require the intervention of an assstor we found it
interesting that many condder chat a technology with high potentid. We recommend that the IRS
should further explore the adoption of chat as a means to deliver cost-effective active customer support
through the Internet, perhaps starting with pilot projectsin limited aress.

While the seventeen best practices identified in this study are expressed as imperatives (“do this,
avoid that"), it should be noted that the objectives of this study were descriptive in nature, not
prescriptive. On the one hand, because the practices that we have identified summarize the beliefs and
the experiences of the managers of some of the leading companies in the nation, we recommend that the
IRS leadership consder them with an open mind. On the other hand, we recognize that the differences
in misson, operations, markets and products between these organizations and the IRS require a
reasoned adoption of these practices on a case-by-case basis.

In summary, appropriate best practices identified in this report should be sdected and
implemented by Customer Accounts Services based upon their strategic objectives.
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APPENDICES

APPENDIX A: GLOSSARY

Thefollowing is a definition of terms used in the plan.

CAS
COPC

CRI
CTl

ETLA

ETA

IRS

FAQ
Fortune 500

Fortune e-50

IVR

Customer Accounts Services

Customer Operation Performance Center. COPC is an inditution
issuing guiddines and measures for attaining a standard certificate. The
Macolm Badrige Nationd Quaity Award criteria and framework
were used as the badis for the standard. The standard is tailored to
cal center services More information can be obtained on their
website at COPC.com.

Compliance Research Intranet

Computer Telephony Integration is a technology to integrate an IVR
and other systems, such as a customer database.

Electronic Tax Law Assstance
Electronic Tax Adminigration
Interndl Revenue Service
Frequently Asked Question

The Fortune 500 list includes the largest U.S. companies according to
revenue. Fortune 500 considers the set of al U.S.-based companies
thet file dl or parts of ther financid results with a U.S. government
agency.

The Fortune e-50 ligt includes the largest U.S. companies in the
following sectors: E-Companies, Internet Communications Companies,
Internet Hardware Companies, and Internet Software and Services
Companies.

Interactive Voice Response. 1VRs are the systems that let a user key
in information, such as account numbers, socia security numbers, and
many other options and then the IVR sysem can interact with a
database for information input or information ddivery. IVRs can
deliver information that clients need such as account balances or input
database information such as order changes — and are completely
automated.
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OoMB
Psychometrics

VolP

Office of Management and Budget

The branch of psychology that deds with the design, administration,
and interpretation of quantitative tests for the measurement of
psychologicd variables such as intelligence, gptitude, and persondity
traits.

Voice over Internet Protocol is commonly referred to asVolP. VolPis
the ability to make telephone cdls and send faxes over IP-based
networks.

World Wide Web
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APPENDIX B: INTERVIEW SCRIPT

Introductions.
Thank you for participating in the study.

The IRS is improving a computer system designed to deliver tax law advice to the taxpayers via
email. We are interested in understanding the benefits from such a system to the taxpayers—that is,
the IRS's customers - and the likely future trends of this technology to deliver customer support.
We are dso interested in organizationa benefits.

We are now conducting interviews with key individuas & severad dtes in the private and public
sector that have accumulated precious experience in ddlivering customer support through the
Internet. The interviews are designed to collect information about the characteristics of these
information sysems. The questions below are in no way atest of your knowledge or skill: they help
us create a picture of Internet-based customer support at your firm. It is not evauative of you.

At your discretion, your responses can be associated with your company name or be kept
rigoroudy anonymous. We will identify (and share with you and the other participating
organizations) trends and best practices by contrasting and comparing the projects ongoing at
severd large public and private organizations.

The interview includes about 70 questions and will last @out ninety minutes. We will start from
relaively generd issues and become gradually more specific.
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Interview Script
Project 2.21
July 2, 2002

ORGANIZATION OF THE CUSTOMER SERVICE CENTER

1. Could you describe what kind of customer support you deliver viathe Internet
(channels/ type of support)?

2. FOR EACH TYPE OF SUPPORT: How does the system work from the customer’s
point of view? (i.e., how do they learn about the service, how do they get your Internet
address, where do they start, what happens next, etc.?)

3. How doesthe system work from your organization's point of view? (i.e., what happens
to the queries that you receive?)

4. Percentage of use and number of queriesfor each channd / type?

Channd Phone Emal Web Fax Snal Mal | FHdd Other

Percentage

No of requests /year

5. (if unable to answer the above) What is your most used touch point (i.e. what is your
primary channel for customer support)?

6. What do you envision as your most used channd in two years? How about the other
channds?

7. Arethe various channds (Internet/phone/email) separated or integrated?

8. Which has priority?

9. How many Sites process queries?

10. How many customer service reps (total/per site/per channd)?

11. Internet Customer care Budget? (people/sw/hw)

12. Customer care budget?

13. Trends in budgets?

HELPFULNESS OF THE ANSWERSTO THE CUSTOMER
14. What makes a good answer from acustomer’s point of view?
15. How do you make sure that the answer is hepful ?
16. How do you make sure that you answer a question in a concise fashion and not provide
acustomer with too much information?
17. How does the generd qudity of the answer compare to the answers ddivered via other
channds?

CONSISTENCY AND CORRECTNESS OF THE ANSWER
18. Do you have qudlity control processes in place to monitor the correctness of the
answers? How do they work? What are the results?
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SERVICE PROCESS

19. How do you determine your customers overd| satisfaction?

ACCESSIBILITY (PHONE, WEBSITE)
20. Isaccesshility an issue (people that do not have access to a computer)?
21. Areyou trying to build a convenient “one stop,” “one point of contact” interface with
your customers?

EASE OF USE
22. While developing the customer care system(s) has ease of use for the customer been a
magor issue?
23. Do you have meansto ask for customer feedback on the system’s ease of use?
24. What changes have you made or are you planning to make in the near future in this
respect?

TIMELINESS

25. Inyour line of business, what is the customer’ s expectation for timeliness?

26. How much time does it take to answer an average question? A difficult question? An
easy question? (Receipt of query to sending the answer)

27. How does the time needed to answer a question viathe Internet compare to other
channds?

28. Have you taken or are you taking any initiatives to speed up cycletime? If so, what
kind of initiatives?

COMMUNICATION QUALITY

29. Do you have means for capturing the history of previousinteractions with a customer?
Can they passit on to the next level (email to follow-up email or email to phone)?

30. Do your customers have the option to reply to the same rep that answered them?

31. Areyou taking steps to enrich the communication with the customer (e.g., by integrating
different channdls of communication and integrating channds with databases of customer
data)?

32. Isthe new technology cresting anew dientele vs. diverting an existing dientele that
previoudy used other channels?

33. Do you believe thet customers who use the system miss human interaction?

SYSTEM/TECHNOLOGY

34. What isyour perception of the telegphone’ s importance in conducting business with your
customers over the next 5 to 10 years?

35. Which trends towards integration across channels (phone, emall, Sites...) do you see?

36. Will email be diminated in favor of dternative technologies (e.g., interactive pages,
Internet telephony...)? Why?

37. What kind of measures are you taking for protecting confidentid datafrom a
technological standpoint?
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38. What kind of messures are you taking for protecting againgt security thrests?
39. Do you have a security plan?
40. Technologicd trends?

INFORMATION CONTENT
41. Electronic resources. What kinds of information do reps have to help them perform their
job?
42. How isit kept up to date?
43. Do you have ameansto ask for internal feedback on the system usefulness and ease
of use?

KNOWLEDGE REUSE
44. Do you use “canned answvers’?
45. What percentage of the time do you use ‘canned’ answers?
46. Who authors them?

POLICIESAND ORGANIZATION
47. Do you prioritize customers? On what basis?
48. Is privacy of the content of the customers questions and answers an issue? How is it
handled?

FOLLOW UP AND ESCALATION
49. Isthere an escaation process when arep cannot answer a question? How does it
work? Who are the experts?
50. Do you have a cross-channd escdation strategy?

INTERNAL AND EXTERNAL USERS

TRAINING
51. Training: What kind of initid training is provided for reps?
52. What additiond training do you give to the reps to keep them up to date with what they
need to know?
53. Arethereleves of training?

STAFFING

54. Arereps available 24x7?

55. Do reps rotate between Internet and phone?

56. If they rotate between mediums, how frequently (i.e., during the day, daily, weekly,
etc.)?

57. Staff adlocation across channdls: How are sdections made between channds (e.g.,
| nternet/phone)?

58. Are Internet reps drafted from phones reps?
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IMPACTS

CUSTOMER IMPACTS
59. What are your basic measures of performance in consumer care?
60. Have you messured customer satisfaction with your support? Trends?

ASSISTOR IMPACTS
61. Productivity across channds: isit an issue?
62. How does productivity in the Internet channel compare to other channds?
(higher/lower)
63. Why is productivity lower/higher?
64. Do you measure employee satisfaction? How?

ORGANIZATIONAL IMPACTS
65. Have you done andysi's comparing phone cost to email cost?
66. Cost per average answer per each channel?

BACKGROUND DEMOGRAPHICS

LOCATION

TITLE

YEARSAS<TITLE>

YEARSWITH <COMPANY >

YEARSWORKING WITH THE INTERNET CUSTOMER SUPPORT SYSTEM

PLEASE DESCRIBE THE NATURE OF YOUR INVOLVEMENT WITH THE SYSTEM.
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APPENDIX C: SERVICE RESEARCH DATA STANDARDS
CERTIFICATION

For the subject project, | certify:

The use of taxpayer data is restricted to authorized personnel for approved
research projects;

Taxpayer privacy is safeguarded,;
The data used in a research project are validated,;

Any known or potential limitations in the data used in a research project are
properly disclosed;

Any data used in a research project are obtained, utilized, stored, disseminated,
and transported in accordance with the Internal Revenue Manual;

Related documentation (data dictionary, record layout, sampling plan, data
validation documentation, syntax and other computer code) is made available to
any research site requesting data;

All data used in a research project and under the control of Research, whether
stored on computer or archived on magnetic media, are destroyed in a timely
manner in accordance with the Internal Revenue Manual.

This document covers all data used in any research activity from internal or external
sources.

. . Internet-Based Customer Service: Organizationd
Project Title

Experiences
Project Number 1-02-04-3-001 (Formerly 2.21)
Research Unit and Location W&I Research Group 1, Austin, Texas

Research Site Chief Signature /sl Wayne A. Berkbigler

Date February 27, 2003
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APPENDIX D: MODEL OF THE ORGANIZATIONAL IMPACTS
OF CUSTOMER SERVICE OPERATIONS

To determine the impacts of organizationd and technological practices for providing and
managing Internet-based customer service in private and public aganizations, we need a means to
dructure our investigation, as wel as a framework to organize our findings. We propose to
conceptudize Internet-based customer-service as a process.  This process uses a system of resources
(e.g., hardware, software, personnel, etc.) to produce a service (answers for the customers).

Figure 3 presents aModd of the Organizationa Impacts of Customer Service Operations. The
mode shows that changes to the characteristics of the system (e.g., a change in policy) may induce
changes in the system operations (e.g., the way assistors do their job; the quality of the answers), which
in turn result in changes in variables of organizationd interest (such as cods of producing the service, or
the productivity per assstor). These later changes are often cdled “organizationd impacts’ of the
changes in system characterigtics.

Figure 3 - Modd of the Organizational I mpacts of Customer Service Operations (overview)
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Figure 4 eaborates on the basic idea described in Figure 3. It explicitly identifies the
characteristics or resources that compose the system. They are;

a) Technology - hardware and software;
b) Information content, i.e., the stored information that supports the system operations,
c) Policies and organization practices, and
d) Internd (i.e, the assgtor) and externd (i.e., the customers) users.
The customer service operations are subdivided into two categories:
a) Service process, and
b) Service outcome.
Ladtly, the organizationa impacts are organized in three distinct categories:
a) Cugtomer impacts (e.g., satisfaction);
b) Assistor impacts (e.g., productivity); and
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c) Organizationa impacts (e.g., cost per answe).

Figure4 - Modd of the Organizational I mpacts of Customer Service Operations
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Figure 4 aso emphasizes that certain changes might have direct effects on some of the variables
of interest without affecting operations. For instance, a decrease in the cost of technology will affect the
cost per answer even if no changes are made to operations. This is graphicaly depicted as the arrow
that goes directly from changes in the system characterigtics to impacts.

The modd in figure 4 is the foundation for this sudy. The next step consists of populating it with
gpecific issues. The resulting populated modd will be the basis for the crestion of the scripted interview
to adminigter to the participants of this study.

To populate the model we considered three sources of information:
1) Our previous work;
2) Theliterature; and last but not leest;
3) Input from the customer for thisresearch (i.e,, ETLA and CAS).

Figure 5 organizes graphicaly the issues identified from the cited sources. Added detall (i.e., the
additiond gray arrows) is provided to explicitly recognize that organizationd impacts are often mediated
by individua impacts (Weber 1999). In other words, in order to have an organizational impact it is
often necessary to impact the customers or the assistors.
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Figure5 - Modd of the Organizational Impactsof Customer Service Operations (detail)
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The mode in Figure 5 is the foundation for the Structure of the interviews conducted with IT and
Customer Support managers a the participating sites.  Appendix B provides the script for the
interviews.

SAMPLING

The population to which we sent invitations to participate in the study has been described, under
the heading “market segment.” Invitations took the form of aletter (a copy is provided in Appendix E).
Available resources and likely rate of volunteer participation suggest that a sample of five to nine
organizations can be consdered sufficient for this project, which can be described as a comparative
andyss of business cases. It is gppropriate to note here that the possibility of an insufficient volunteer
participation is perhaps the main risk of this sudly.

To identify private organizations in the sat of interest we used the Fortune 500 list and the
Fortune e-50 list as published in October 2001. The Fortune 500 list includes the largest U.S.
companies according to revenue. Fortune 500 considers the set of al U.S.-based companiesthat file dl
or parts of ther financid results with a government agency. The Fortune e 50 ligt includes the largest
U.S. companies in the following sectors: ECompanies, Internet Communications Companies, Internet
Hardware Companies, and Internet Software and Services Companies.

The sdlection was made according to the following steps.

1. We sdected the top 100 organizations in the Fortune 500 list. This guarantees that large
organizations are included.

2. We sdected the top 50 organizations in the Fortune e-50 list. This was done to capture large
organizations that are presumably technologicaly sophiticated.

3. We ranked these 150 organizations according to the following criteria (a) Is the organization
sarving the generd public? (b) Does the organization provide a Sgnificant amount of services,
as opposed to physica products? () Isit in the financid industry? (d) Does the organization
provide information-intengve help? (€) Is the organization likely to be sengtive to security? (f)
Is the organization technologically sophisticated?

These criteria are designed to guarantee that the organization is reasonably comparable to the
IRS. Ranking was conducted by the researchers based on ther perceptions of the
organizations and information obtained through visitsto their websites.

4. Organizations were sorted according to the sum of the scores assigned in the previous step (for
ampliaty dl criteria were given equa weight). To avoid excessve concentration in any
particular industry (e.g., financia) we sdlected the top three organizations per industry.

5. ETLA/CAS (our customer) had an opportunity to provide input and modify the sdection
resulting from steps (1)-(4). This Sep was designed to further ensure comparability of the
sampled organizations with the IRS and relevance for this research.

6. In addition, a set of public organizations was identified by ETLA/CAS (our customer). It was
appropriate for them to make the sdection of those organizations that they consdered most
comparable to the IRS.
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After completing our identification of potentid private companies we made contact with them.
Our initid contact was through the tax department. From past experience we anticipated that any
correspondence from IRS would undoubtedly be referred to that department so we chose to work
through them directly. We worked with locd IRS Governmentd Liaisons, within Communications and
Liaison Division, to obtain contacts within the public organizations. Once we had a contact we
followed up with a phone conversation, advisng them that the contact had nothing whatsoever to do
with any tax matter and that we were soliciting voluntary participation in aresearch study. We provided
information about the research project and solicited the name of an gppropriate contact within the
organization. We explained that we were requesting access to managers that are involved with the day-
to-day operations of the systems tha ddiver Internet-based customer support (e.g., director level
officers), as well as managers that are responsible for their Srategic direction (eg., CIO/NVP leve
officers). Once we reached the appropriate resource we requested voluntary participation in our sudy.

Our initid ligt congsted of twenty-seven private and three public organizations. Our acceptance
response was excdlent. We had agod of obtaining a sample of five to nine participating organizations.
We contacted sixteen organizations. eight accepted, six refused, and we were unsuccessful in getting
past the ‘ gatekeepers '’ in the other two. Because we had established an interview cut-off date of the
first week in October 2002, we discontinued soliciting additiona participants and did not make contact
with the remaining 14 (of our initid list of 30) organizations.

The Principa Invedtigator and a Research Program Andyst conducted interviews of key
personnel from each organization. By key personned we mean managers responsble for the
development, operations, and maintenance of the system from both a technica and business (customer
support) point of view. Preference was given to seasoned individuals and higher-ranking positions,
abat not so high that they would not have direct knowledge of the system.

Our ability to recruit appropriste organizations and appropriste individuals within these
organizations was a sgnificant risk factor for the success of this research. One way to mitigate this risk
factor was to offer to the organizations some inducement to participate. Participants were told that we
would share the results of our study - areport containing the results of the omparative andysis of the
collected business cases.

17 We were unsuccessful in making any meaningful contact with the conpany. We received no response to our
phone messages.
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APPENDIX E: INITIAL CONTACT LETTER

NOTE: The letter was printed on officid W& letterhead Sationery. Dr. Grazioli moved from
Universty of Texasto Universty of Virginia May, 2002
MailStop 4050AUS

300 Eadt Eighth Street
Audtin, TX 78701
April 15, 2002

Name

AddressLine 1

AddressLine2

City, State Zip Code

Attention: Name of Contact, Title

Dear Name:

The IRS is working with the Universty of Texas a Augtin to conduct a study on the use of the Internet to
provide excellent customer service.

We ae interviewing managers that are responsible for delivering Internet-based customer serviceina
select group of public organizations that we have identified as leaders in this arena. The purpose of these
interviewsis to assess technological and business trends, as well as lessons learned.

These interviews will be used by University of Texas researchers to write a “best practices’ report on how to
improve the qudity of Internet-based customer service. In exchange for your participation, we will be happy
to share the report with you. You will have the choice of having your organization’'s name ether explicitly
mentioned or kept rigoroudy anonymous.

We will contact you soon to determine your organizations interest in participating and to set up a convenient
time for the interviews. We look forward to collaborating with you in this exciting nationa project whose
successis important to the IRS.

Sncerdy,

Elaine Schultz Stefano Grazioli, Ph.D.
Research Group 1 McCombs School of Business
Internd Revenue Service Univergty of Texasa Audtin

Audtin, Texas
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APPENDIX F: OTHER INTERESTING FINDINGS

It is anticipated that the reader will want to know the gpproximate number of customer service
transactions that are handled by the participating organizations. Table 16 provides estimates of the
number of transactions per channe and Table 17 provides the same information in percentages. The
gray row background separates out the public organizations [3 and 4].

Table16: Annual Transaction Volumes
(000s — Approximate Estimates)

Organization Phone Email Web Chat Other
1 72" 520 280
2 15,4007 400 20 500
3 500 22 2,000 156
4 60,000 300 40,000
5 1,500 6,300 11,500 18
6 75,000 2,500 120,000
7 12,000 2,500 78,000 480 | 6,000
8 18,000 5,000 | 1,000,000 1,500

Source: Interviews

1 Company 1 does not offer a 1-800 phone service. The phone contacts are follow-up or escalation phone contacts.
The mgjority of the contacts are handled passively (without human assistance) on the web.

2 Company 2 estimates that 15,000,000 are passive (IVR) and 400,000 are active phone calls. They are not able to
estimate their annual web volume. Table 17 contains percentages based on their estimate of daily volume.

Notice the high percentage of web volume in Table 17 for arganizations 2 and 8 (95.0 percent
and 97.6 percent respectively) as compared to organization 4 (39.9 percent). Organization 8 has the
lowest percentage of phone volume at 1.8 percent while organization 4 has the most phone volume a
59.8 percent.

The newest channd, cha, is a smdl percentage of dl organizations volumes except for
organization 1 (32.0 percent).
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Table17: Annual Transaction Volumes
(Percent of Total Volumes— Estimates)
Organization Phone Email Web Chat Other
1 8.0% 60.0% 32.0%
2 4.9% 0.1% 95.0% 0.1% 0.1%
3 19.0% 0.01% 75.0% 6.0%
4 59.8% 0.2% 39.9%
5 7.8% 32.6% 59.5% 0.1%
6 36.9% 1.2% 59.0% 2.9%
7 12.9% 2.7% 83.9% 0.5%
8 1.8% 0.5% 97.6% 0.1%
Source: Interviews

Site logigtics are provided in Table 18. The organizations ranged from organization 3, a Sate
agency with one cal center and 53 assgtors to organization 8 which has over 200 cdl centers and
15,000 assistors. Three of the organizations outsource.

Table 18: SiteLogistics

Organization | Outsourcing Number of Call Centers Assistor
s
1 O 6 centers 300
2 2 centers 600
3 1 center 53
4 1 center does email, 37 total 267
5 8 centers 300
6 12 centers 7,000
7 O 10 worldwide, 4 servingthe U.S. | 4,000
8 O 200 worldwide, 7 serving the U.S. | 15,000
Source: Interviews
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APPENDIX H: ABSTRACT

This report provides research requested by Customer Accounts Services. Customer Accounts
Services asked Wage and Investment Research to identify leading- edge organizationa and technologica
practices for providing and managing Internet-based customer service in comparable private and public
organizations, and to identify potential organizational impacts based on the experiences of the
comparable private and public organizations.

Wage and Investment Customer Research Group 1, Augtin, Texas with the assstance of an
Assdant Professor of the Mclintire School of Commerce, & The University of Virginia, completed the
research assignment under the auspices of the Improving Customer Service and Satifaction Research
Strategy.

The study consisted of an andysis of data from a sample of private and public organizations 1)
that have implemented and currently operate sysems to ddiver customer support using Internet
technology and 2) are comparable to the Internd Revenue Service. The study data was obtained
through interviewing key personnd (managers who are respongible for the ddivery of cusomer service
through the Internet) within each of the targeted organizations.

Keywords List: Customer Accounts Services, Wage and Investment Research Divison, Customer
Research Group 1, leading-edge organizational and technologica practices, and Internet-based
customer service,



